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48 CFR Ch. 12 (10–1–02 Edition)1246.705

the requirements of (TAR) 48 CFR 
1246.706 when it is advantageous.

1246.705 Limitations. 

(a) The following restrictions are ap-
plicable to DOT contracts: 

(1) The USCG is the only DOT OA 
which is required to include a warranty 
in cost reimbursement contracts for 
the production of major systems acqui-
sitions. 

(2) Any warranty on major system 
acquisitions shall not apply in the case 
of any system or component thereof 
which has been furnished by the Gov-
ernment to a contractor except as indi-
cated in the USCG guidance at (TAR) 
48 CFR 1246.790–3. 

(3) Any warranty obtained shall spe-
cifically exclude coverage of damage in 
time of war or national emergency. 

[59 FR 40286, Aug. 8, 1994, as amended at 62 
FR 67752, Dec. 30, 1997]

1246.706 Warranty terms and condi-
tions. 

(a) The contracting officer, in devel-
oping the warranty terms and condi-
tions, shall consider the following, and, 
where appropriate and cost beneficial, 
shall: 

(1) Identify the affected line item(s) 
and the applicable specification(s); 

(2) Require that the line item’s de-
sign and manufacture will conform to: 
(i) an identified revision of a top-level 
drawing; and/or (ii) an identified speci-
fication or revision thereof; 

(3) Require that the system conform 
to the specified Government perform-
ance requirements; 

(4) Require that all systems and com-
ponents delivered under the contract 
will be free from defects in materials 
and workmanship; 

(5) State that in the event of failure 
due to nonconformance with specifica-
tion and/or defects in material and 
workmanship, the contractor will bear 
the cost of all work necessary to 
achieve the specified performance re-
quirements, including repair and/or re-
placement of all parts; 

(6) Require the timely replacement/
repair of warranted items and specify 
lead times for replacement/repair 
where possible; 

(7) Identify the specific paragraphs 
containing Government performance 
requirements which must be met; 

(8) Ensure that any performance re-
quirements identified as goals or objec-
tives in excess of specification require-
ments are excluded from the warranty 
provision; 

(9) Define what constitutes the start 
of the warranty period (e.g., delivery, 
acceptance, in-service date), the ending 
of the warranty (e.g., passing a test or 
demonstration, or operation without 
failure for a specified time period), and 
circumstances requiring an extension 
of warranty duration (e.g., extending 
the warranty period as a result of mass 
defect correction during warranty pe-
riod); 

(10) Identify what transportation 
costs will be paid by the contractor in 
conjunction with warranty coverage; 

(11) Identify any conditions which 
will not be covered by the warranty, 
other than the exclusion of combat 
damage; and 

(12) Identify any limitation on the 
total dollar amount of the contractor’s 
warranty exposure, or agreement to 
share costs after a certain dollar 
threshold to avoid unnecessary war-
ranty returns. 

(b) Any contract that contains a war-
ranty clause must contain warranty 
implementation procedures, including 
warranty notification content and pro-
cedures, and identify the individuals 
responsible for implementation of war-
ranty provisions. The contract may 
also permit the contractor’s participa-
tion in investigation of system fail-
ures, providing that the contractor is 
reimbursed at established rates for 
fault isolation work, and that the Gov-
ernment receive credit for any pay-
ments where equipment failure is cov-
ered by warranty provisions.

1246.790 Use of warranties in major 
systems acquisitions by the USCG. 
(USCG) 

This subpart sets forth the policy for 
the USCG to use in obtaining warran-
ties from contractors when contracting 
for the acquisition of a major system.
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